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Synopsis

Members of the General Assembly requested that the Legidlative Audit Council
review the operations of the South Carolina Budget and Control Board's
(B&CB) energy office. The requesters were specifically concerned about the
administration of energy grants and loans by the South Carolina Energy Office
(SCEO). Our review found areas where administration of loans and grants could
be improved.

The requesters were also concerned about the hiring of Budget and Control
Board employees with high salaries, specifically those with salaries of $50,000
or more. We did not identify significant problems with the board’ s hiring
practices.

B&CB Energy Issues [d SCEO officials should not have approved two loans to a private industry
because the loans did not meet office guidelines. Thefirst loan wasto be
repaid upon deposit of funds from a second energy loan. Agency guidelines
did not allow for such an arrangement. The second loan was a so used to pay
off an existing debt to a bank. SCEO guidelines prohibited the use of loan
funds for expenses incurred before the energy loan was approved.

[d From FY 98-99 to FY 00-01, the SCEO administered two |oan programs,
EnerFund and ConserFund. The EnerFund program provided low-interest
loansto private, commercial, and industrial businesses for the
implementation of energy conservation and efficiency measures. For
approximately three years (September 1997 to August 2000), the SCEO did
not approve any EnerFund loans. The SCEO required a“letter of credit”
from a potential borrower in which afinancial institution would guarantee
repayment of the loan if the borrower did not repay the loan. This letter was
difficult to obtain. In addition, the SCEO did not adequately market the
EnerFund loan program to potential borrowers.

[d The SCEO has not included important details about the loan program in its
written procedures. The ConserFund program provides loans for energy
efficiency projectsto the public sector and to non-profit agencies. The loan
procedures do not specify the maximum yearly allocation for ConserFund
loans.

[d The SCEO has not developed selection criteriaor marketed grants funded
with Petroleum Violation Escrow (PVE) funds (monies awarded to the states
asaresult of alleged oil pricing violations from 1973 to 1981). Applicants
who asked about the availability of funds have been awarded grants, but
information about these grants has not been disseminated to the general
public. When grants are not marketed and awarded based on specific
criteria, fewer eligible entities may benefit, and the selection process may
not be equitable.
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Synopsis

[d A part of SCEO’s mission isto increase energy efficiency and to reduce
energy costs. We concluded that SCEO has not followed up with grant
recipients to ensure that thisgoal is met. In addition, in FY 00-01, the office
did not meet one of four objectives that were established by SCEO staff.
These objectives were related to the administration of grants and loans.

[ We attempted to assess the efficiency of the South Carolina Energy Office
compared to entitiesin other states and territories in the Atlantaregion of
the U.S. Department of Energy. We concluded that operationsin these
entities differ significantly and are not comparable.

B&CB Personnel Issues (1 Asof September 2001, the B& CB employed 1,259 persons. The majority of
persons earning annual salaries of $50,000 or more were white males;
however, there was a dlight increase in the percentage of minorities hired
from FY 98-99 to FY 00-01, as compared to the overall number. Also, the
median salary of all males earning $50,000 or morehired during that time
was approximately $3,000 higher than the salaries for femal es earning over
$50,000.

[d  Whilewedid not find material problems with salary justifications for
B& CB employees, the board has hired two classified employees without
advertising these positions.

1 Wewere asked to determine if responsibilities and salaries for B& CB
positions are comparable to similar positionsin other state agencies. We
reviewed 201 positions with annual salaries of $50,000 or more at the
B& CB and three other state agencies of similar size — the State Department
of Education (SDE), Vocationa Rehabilitation (VR), and the Employment
Security Commission (ESC). We concluded that B& CB positions do hot
substantially differ in minimum training and experience required, major
responsibilities, or average salary from those at the other state agencies.

1 We sampled the personnel files of 59 persons hired by the B& CB from
FY 98-99 to FY 00-01. These persons substantially met the minimum
training and experience requirements for their positions.

[d FromFY 98-99 to FY 00-01, the B& CB created only two new jobs with

annual salaries of $50,000 or more. We found nothing improper with the
creation of these positions.
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Chapter 1

Introduction and Background

Audit Objectives

Members of the General Assembly requested that the Legidative Audit
Council conduct a review of the South Carolina Budget and Control Board's
(B&CB) energy office. The requesters were concerned about grants and
loans awarded by that office. In addition, we were asked to examine the
board’ s hiring of employees with high salaries, specifically those with annual
salaries of $50,000 or more. The requesters also asked that we compare the
responsibilities and salaries of these positions to similar positions within
South Carolina state government. Our specific audit objectives follow.

(1 Determineif energy office requirements for grants and loans are
appropriate.

(1 Determine if grants and loans awarded by the energy office have
promoted the agency’s mission.

1 Review energy office salaries and other costs. Also review the amount of
assistance provided for energy projects and the efficiencies in energy use
achieved through the efforts of the office.

(1 Create a data base to include demographic information (i.e., salary and
gender) on Budget and Control Board employees.

(1 Determineif the Budget and Control Board has complied with state laws,
regulations, and agency policies regarding hiring.

(1 Determineif staff hired by the Budget and Control Board met minimum
training and experience requirements for their positions at the time of
hire.

(1 Determine if the responsibilities and salaries for Budget and Control
Board positions are commensurate with the responsibilities and salaries
of comparable positions in other South Carolina state agencies.

(1 If new positions were created by the Budget and Control Board,
determine how the need for positions was justified, and how the salary
levels were established.

Page 1 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices



Chapter 1
Introduction and Background

Scope and
Methodology

South Carolina
Budget and
Control Board

This review was limited to the operations of the South Carolina Energy
Office (SCEO) regarding the energy program and the internal hiring
practices of the Budget and Control Board. The general period of our review
was from FY 98-99 through FY 00-01.

We reviewed severa types of records:

Agency policies and procedures.
Personnel records.

Salary data.

Energy grant and loan records.

State laws and regulations were used to evaluate the B& CB’s hiring
practices. The federa and state guidelines for energy grants and loans were
used to assess SCEQO’ s compliance with requirements. We conducted various
samples during our review, including a sample of personnd files and hiring
documentation for employees earning annual saaries of $50,000 or more.
We interviewed agency staff, energy officials from other states, staff from
the Atlanta Regional Office of the U.S. Department of Energy, and other
interested parties.

This audit was conducted in accordance with generally accepted government
auditing standards.

The South Carolina Budget and Control Board was established in 1950 as the
state’ s central administrative agency. Its mission is to provide policy

oversight for the effective operation of government in areas such as human
resources, information technology, and fiscal matters. The agency,
reorganized in December 2001, is composed of eight divisions (see
organizational chart on p. 21). Five of these divisions report directly to the
Chief of Staff, with the remaining three reporting to the Executive Director.

The B&CB is governed by afive-member board which is chaired by the
Governor. The other board members are the State Treasurer, the Comptroller
General, the Chairman of the Senate Finance Committee, and the Chairman
of the House Ways and Means Committee.

In FY 00-01, the board’ s budget was approximately $247 million. Of this
amount, approximately $54 million (22%) was expended for personnel. As of
September 2001, the agency employed 1,259 staff; 13 of these employees
worked in the South Carolina Energy Office with the energy program.
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Chapter 1
Introduction and Background

South Carolina
Energy Office

The South Carolina Energy Conservation and Efficiency Act of 1992
(848-52-10 et seg. of the South Carolina Code of Laws) is the enabling
legidation for the SCEO. The SCEO administers the energy program and the
radioactive waste disposal program. The mission of the energy program is to
increase efficiency in the use of energy resources, to maximize
environmental quality, and to minimize costs.

The office has undergone various status and name changes since 1974. In the
early 1990s, energy offices were under the Governor’s Office (the Office of
Energy Program) and the Budget and Control Board's Division of Genera
Services (the State Energy Office). In 1994, these two offices were merged as
the South Carolina Energy Office of the B& CB. In 1997, that office became
apart of the Regional Development Division of the B&CB. Then, in
December 2001, the SCEO became a part of the board’ s newly created
Division of Legal Services and Grant Administration.

The SCEO develops an annua State Energy Plan which details its strategic
plan and activities for the fiscal year. Through various grants, contracts, and
staff services, the office provides information, technical assistance, and
program support to energy consumers, producers, and policy makers. In
addition, the SCEO administers the ConserFund revolving loan fund for
energy efficiency projects for the public sector (state agencies, school
districts, and local governments) and for non-profit agencies.

The SCEO receives no state appropriations and is funded through grants
from the U.S. Department of Energy (USDOE) and by Petroleum Violation
Escrow (PVE) funds. PVE funds resulted from litigation by the USDOE
againgt oil companies which overcharged for oil from 1973 to 1981. The
funds are distributed on a pro-rata basis from USDOE to the states.

In FY 00-01, the SCEO’s total budget was approximately $2.3 million
(see Table 1.1). Approximately $795,000 (35%) was spent for personnel.

Page 3 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices



Chapter 1
Introduction and Background

Table 1.1: Revenues and

L]
Expenditures for the South
Carolina Energy Program, REVENUES

FY 00-01 PVE Funds $1,661,949
Federal Funds 649,989
Other 23,766
TOTAL $2,335,704

EXPENDITURES
Grants and Loans $1,334,049
Personnel 794,852
Contractual Services* 591,089
Fixed Charges** 125,444
Travel 24,593
Supplies 21,086
Equipment 16,516
TOTAL $2,907,629

*

Includes costs for energy audits, publications, and workshops.
*  Includes rent and office space.

Source: South Carolina Energy Office.
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Chapter 2

SCEO Loans and Grants

Revolving Loan
Program

We found that the South Carolina Energy Office (SCEO) approved two loans
which did not comply with established guiddines. Also, we concluded that
one of the requirements for loans to the private sector and the lack of
marketing of that loan program hindered the approval of energy loans. The
office did not develop selection criteria or market grants which used ail
overcharge (Petroleum Violation Escrow [PVE]) funds. We concluded that
energy operations in South Carolina and other areas of the region differ
significantly and are not comparable.

South Carolina Act 449 of 1992 (the Energy Conservation and Efficiency
Act) authorized arevolving loan program for energy efficiency projects. The
SCEO was to develop and administer this loan program. In 1997, the Budget
and Control Board approved the implementation of two loan funds which
would be funded with PVE monies.

From September 1997 to December 2001, the SCEO administered both
funds. During that time, the office allocated $2 million on an annual basis to
each fund, and loans ranged from $25,000 to $500,000. In December 2001,
administration of the EnerFund loan program (renamed the Small Business
Energy Loan Program) was transferred from the SCEO (see p. 8).

The former EnerFund loan program provided low-interest loans to private,
commercial, and industria businesses for the implementation of energy
conservation and recycling measures. The second program, ConserFund, is
till administered by the SCEO. This program essentialy provides loans for
energy efficiency projects to the public sector, including state agencies,
school districts, and local governments. Private non-profit agencies are also
digible to receive ConserFund loans.

Through December 2001, the SCEO approved three EnerFund loans (two to

the same recipient) which totaled $1.1 million and three ConserFund loans
which totaled $681,636 (see Table 2.1).
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Chapter 2
SCEO Loans and Grants

Table 2.1: SCEO Loans

TYPE LOAN LOAN INTEREST

OF LOAN RECIPIENT PUTRURIT CLOSING VER RATE AURPOSE
C%en:ggw;gA $100,000* | 08/25/00 Dgrz(;? d 0% | Recycling Equipment and Operations
Recycling oo Refinancing of an Existing Loan and
B Company A SLOIY | GRAOTOD | e Gl e Repayment of a Previous SCEO Loan
Ci?ﬁggrlglgB 500,000 | 08/03/01 | 10 years **6% | Machinery and Operational Expenses
ToTAL $1,100,000
School Upgrade/Expansion of Energy Control
0,
District 1 $126,994 | 08/25/99| 5 years 4.7% Systems in Four Schools
CONSERFUND | Town 54,642 | 08/25/99| 5 years 4.7% Lighifng, Gl | ity
Improvements in Town Hall
D?gt?iz?lz 500,000 | 12/21/01| 1lOyears| **3.95% | Lighting Renovations in Nine Schools
ToTAL $681,636

* This loan was repaid upon the deposit of funds from the second loan to this company (see p. 7).
**  For these loans, a portion of the interest is retained by the lender who issued the loan; the remaining interest is paid to SCEO.

Source: SCEO Loan Files.

When the SCEO administered EnerFund loans, the amount of the loan was
deposited with a lender, and the lender, in turn, made a direct loan to the
borrower. The genera responsibilities of the lender and the SCEO included
the following:

e The borrower applied to the SCEO for loan funds.

e Thelender determined the feasibility of the loan.

e SCEO provided the lender with a letter detailing proposed use of the loan
proceeds.

*  Thelender served as the underwriter for the loan.

e Thelender monitored use of the loan proceeds.

e Thelender received loan payments from the borrower.

e Thelender agreed to pay the principal and a portion of the interest
(1% to 3%) to SCEO while the remaining interest (2.5% to 4%) was
retained by the lender.

* Intheevent of default, the lender agreed to pay SCEO the outstanding
loan balance upon demand. The lender also agreed to pay reasonable
attorney fees and other costs associated with the defaullt.
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Chapter 2
SCEO Loans and Grants

Inappropriate Loan

Ineligible Loan
Expenditure

ConserFund loan funds are either deposited with alender or loaned through
the Budget and Control Board. Funds borrowed directly from alender are
secured by the lender; funds borrowed from the board are generally secured
through the State Treasurer’s Office. For a public entity, the treasurer’s office
can withhold the loan amount from any revenue due to that entity.

We reviewed SCEO loan files and concluded that the SCEO did not properly
manage the EnerFund loan program. In August 2000, SCEO approved an
EnerFund loan which was to be repaid with proceeds from a second
EnerFund loan. According to the agreement between SCEO and the
borrower, this loan, amounting to $100,000, was interest-free and was to be
repaid upon deposit of a second EnerFund loan for $500,000. Agency
guidelines did not allow for such an arrangement.

An SCEO manager told us that the $100,000 |oan was made to accommodate
the borrower in atimely manner since the primary loan required approva of
new loan procedures by the Budget and Control Board. The B& CB approved
the procedures in August 2000, and agency documents show that the first
loan was repaid, as agreed, upon deposit of funds from the second loan.
However, we found that SCEO officials should not have approved either the
first loan or the second loan of $500,000. In addition to repayment of the first
loan of $100,000, proceeds from the second loan included an ineligible
expenditure. This finding follows.

SCEO established guidelines which specified digible and ineligible
expenditures for EnerFund recycling loans. According to these guidelines,
loan proceeds could not be used for expenses incurred before the loan was
approved. However, in September 2000, the SCEO approved a second
EnerFund loan which was used for previously incurred expenses. In an
agreement between the SCEO and the lender, the SCEO confirmed that this
loan, which included “the refinancing of existing debt,” complied with
EnerFund program requirements. We concluded that this loan did not comply
with requirements. In this instance, $303,000 (61%) of a $500,000 loan was
used to pay off an existing debt to the lender which handled the EnerFund
loan.

According to an SCEO official, agency staff were not aware that the

$500,000 loan was to refinance an existing loan until after the agency had
approved the $100,000 to this borrower. This official stated that agency
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Chapter 2
SCEO Loans and Grants

Replacement Program

EnerFund Loan
Requirements and
Marketing

personnel thought that the $100,000 loan would not be repaid if the second
loan was not approved. The second loan was underwritten by the bank.

We reviewed six other EnerFund applications for loans in which the loan
proceeds would be used to refinance existing loans. SCEO requested a
review by the Atlanta Regiona Office of the U.S. Department of Energy to
determine if these applications met EnerFund program requirements. Both
the regional office and the headquarters in Washington, D.C. determined that
the loans were inappropriate, based in part on the SCEO’ s guidelines which
prohibited the refinancing of existing loans.

During our review (in December 2001), the Budget and Control Board
approved replacement of the EnerFund Loan Program with the Small
Business Energy Loan Program. At that time, SCEO contracted with South
Carolina State University (SCSU) for administration of the program.
However, as of May 2002, the SCEO terminated its contract with SCSU, and
office staff will seek another entity to administer the program.

The SCEO will fund a grant for program staffing and operating expenses to
the entity that administers the program. In addition, the energy office will
fund a separate loan pool of $2 million for a revolving loan account.

We examined possible reasons why the SCEO did not make any EnerFund
loans in three years and approved only $1.1 million in loans while $8 million
was available in loan funds over four years. We concluded that SCEO’s
requirements for EnerFund loans and its lack of marketing hindered the
program.

From September 1997 (when the EnerFund Loan Program was authorized)
until August 10, 2000, the SCEO required potential borrowers to submit a
“letter of credit.” The SCEO made a direct EnerFund loan to a borrower and
required the borrower to submit aletter of credit from afinancial institution.
The letter essentially guaranteed that the institution would repay the loan to
SCEQ if the borrower did not.

The letter of credit was difficult to obtain, and at least one businessman who
sought an EnerFund loan was unable to obtain the letter. On August 10,

2000, the B& CB eliminated the requirement for a letter of credit. In lieu of
the letter, SCEO deposited the amount of an EnerFund loan with a lender and
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Chapter 2
SCEO Loans and Grants

Written

Procedures for
SCEO Loans

the lender made a direct loan to the borrower. The lender served as the
underwriter for the loan.

Shortly after the elimination of the letter of credit, the SCEO approved a
temporary loan (see p. 7) and then a second EnerFund loan to the same
applicant. In August 2001, the office approved a third EnerFund loan to a
different borrower.

In addition, the SCEO did not adequately market the EnerFund loan program
to the private sector, which made up the bulk of potential borrowers.
According to an SCEO official, the contacts and publications regarding loans
were generally targeted to the public sector, which was served by the
ConserFund loan program. This official stated that the energy office did not
have an active marketing program or a systematic approach to market loans.

The SCEO approved only three ConserFund loans to public entities during
the period we reviewed. However, as of December 2001, commitments for
three other ConserFund loans and an application for an additional loan had
been made. In contrast, there were no commitments or applications for
EnerFund loans.

The SCEO has not included important details about the loan program in its
written procedures for loans. In 1997, the B& CB approved the loan program
and the office developed loan procedures which have not been changed.

The procedures for ConserFund loans (those to the public sector and non-
profit agencies) do not include the following:

»  Theyearly amount of $2 million alocated for loans (approved June
1999).

»  Theallowance of multiple loan projects in excess of $500,000 to the
same client, as long as total loans do not exceed $1 million (approved
June 1999).

We also found that the SCEO did not include details about the EnerFund
loan program in its procedures. The procedures did not indicate that loans
were made directly from a lender to a borrower.

Written procedures serve to clarify the specific objectives of management

and to direct the actions of staff. Updated procedures would help to ensure
equity among loan applicants and recipients.
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Chapter 2
SCEO Loans and Grants

; 1. The SCEO should update written procedures for the ConserFund
ReCommendathn Revolving Loan Program.

In addition to loans, the SCEO aso administers grants. SCEO grants are

G rant Pro g ram funded by the U.S. Department of Energy (USDOE) and from Petroleum
Violation Escrow (PVE) funds. The SCEO awards three types of grants
based on source of funds. These include:

FEDERAL PRoJECTS — Awards funded primarily by the U.S. Department of
Energy for specific projects. If the SCEO receives a federa grant award,
the office subgrants or contracts a part or all of the fundsto a
subrecipient for project implementation.

STATE ENERGY PROGRAM PROJECTS — Includes both USDOE and PVE
funds. The intent of these projectsis to increase energy efficiency and
the use of renewable resources. Proposed projects are included in the
annual State Energy Program Plan.

OTHER PVE PROJECTS — Funds other than those of the federal energy
program. In accordance with PVE guidelines, these funds are to be used
to provide restitution to the citizens of South Carolina.

The office awarded 37 grants in the past three fiscal years. Table 2.2 shows
the number of grants by type and amount.

We sampled SCEO grants to determine if the office has monitored grant
activities as required. Our sample included 35% (13 of 37) of the grants
awarded which amounted to 55% ($1,139,177 of $2,072,564) of the total
grant funds awarded.

For federal projects, monitoring requirements are generally specified by
grant. For al other grants, the SCEO requires the grant recipient to submit a
quarterly report which details activities. In addition, office staff visit the
recipient at the end of the grant period to ensure that the purpose of the grant
has been accomplished.

Our review indicated that the office has not established selection criteriato
award other PVE grant funds. Applicants who asked about the availability of
funds have been awarded grants, but information about the program has not
been disseminated to the general public. Further, we found that the SCEO
has not followed up with grant recipients to determine if energy costs have
been reduced (see p. 12).
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Chapter 2
SCEO Loans and Grants

TYPE OF GRANT

Table 2.2: SCEO Grant Awards from FY 98-99 to FY 00-01

EXAMPLE OF GRANT

NUMBER
OF
GRANTS

ToTAL
AMOUNT
AWARDED

PERCENTAGE
OF ALL
GRANTS AWARDED

CLEMSON UNIVERSITY

FEDERAL Evaluation of reduced energy consumption
PROJECTS in commercial and institutional buildings. = Az =i

($102,428)

STATE ENERGY DORCHESTER SCHOOL DISTRICT 2
PROGRAM Upgrade of lighting fixtures in nine schools. 18 1,256,694 49%
PROJECTS ($75,000)
FRANCIS MARION UNIVERSITY
OTHER PVE Energy cpnservation improvements 6 319428 16%

PROJECTS in the gymnasium.

($25,000)

Other PVE Grants

Source: SCEO Grant Files.

The SCEO has not developed guidelines to select recipients for other PVE
grants. According to an SCEO officid, the office had not intended to award
this type of grant and did not develop guidelines. However, this officia
stated that when the office received inquiries about possible funding for
specific projects, it awarded grant funds. From FY 97-98 to FY 00-01, the
SCEQ awarded approximately $469,000 in other PVE grant funds for nine
projects.

Federal project grants are marketed through the U.S. Department of Energy
as well asthe SCEO. Grant recipients are selected by the regional office
(Atlanta) or the headquarters (Washington, D.C.) of the USDOE. The state
energy program grants (primarily school initiative grants) are used to
improve lighting in the state’' s poorer school districts. SCEO mails
information concerning these grants to the qualifying schools and assists the
digtricts in applying for grant funds.

When grants are not marketed and awarded based on specific criteria, fewer
digible entities may benefit, and the selection process may not be equitable.
Only those individuals who are aware of available grant funds have an
opportunity to apply for and receive funds. Guidelines for selection, as well
as the marketing of available funds, would help to ensure fairness in the
selection of grant recipients.
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Chapter 2
SCEO Loans and Grants

; 2. The SCEO should market the availability of other PVE grant fundsto
Recommen d ations ensure that potential recipients are aware of funding.

3. The SCEO should develop guidelines for the selection of other PVE
grantees.

’ ; ; One of our audit objectives was to determine if grants and loans awarded by

SCEO S Mi SSion the energy office have promoted its mission. The mission of the SCEO is“to
increase efficiency in the use of all energy resourcesin al consuming sectors
of the state and, to the extent practical, to maximize environmental quality
and minimize the cost of energy use.” We concluded that the SCEO needs to
follow up with grant recipients to ensure that projects intended to reduce
energy costs have met this goal. In addition, in FY 00-01, SCEO did not
meet one of four objectives related to administration of grants and loans.

Five of the six loans that we reviewed were to provide assistance for
recycling operations or for lighting and heating renovations. Of the 13 grants
that we reviewed, 2 grants involved more effective use of energy resources.
The remaining 11 grants involved installation of energy improvements such
as windows and lighting fixtures intended to reduce energy costs.

To determine if energy savings have been realized, SCEO requires grant
recipients to compare utility costs before improvements were made to utility
costs one year after improvements were made. Our review indicated that the
SCEO has not followed up with grant recipientsin 4 (36%) of the 11 casesto
determine if costs have been reduced. For five grants, not enough time had
lapsed to determine energy savings, and in two cases, the project was
ongoing.

We also reviewed SCEO' s performance and workload measures related to
administration of grants and loans. In FY 00-01, four of the office's
objectives related directly to loans and grants. The SCEO did not meet one
objective (see Table 2.3).

A part of SCEO’s mission isto increase energy efficiency in al consuming
sectors of the state. When SCEO does not follow up with lighting grant
recipients, the office cannot determine if the purpose of the grants has been
met.

Page 12 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices



Chapter 2
SCEO Loans and Grants

Table 2.3: SCEQO’s Performance or
Workload Measures in FY 00-01

Recommendation

SCEO Efficiency

OBJECTIVE STATUS AS OF JUNE 30, 2001

Recruit 10 Rebuild South Carolina partners
and assist 5 partners in implementing
energy efficiency projects.*

Implement lighting improvements Awarded 13 grants
in ten public schools. involving 23 schools.
Provide $2 million
in financing assistance (loans) to
public entities for energy efficient projects.
Submit one grant proposal
for biomass energy.

Recruited 7 partners;
assisted 9 partners.

Provided no loans
to public entities.

Submitted the proposal.

* Partners are recruited and assisted for the Rebuild America Program. This program
focuses on the renovation of buildings to improve energy efficiency.

Source: SCEO Documents.

>

SCEO staff should follow up with grant recipients to determine if energy
costs have been reduced.

We attempted to assess the efficiency of the South Carolina Energy Office
compared to energy entities in other states and territories in the Atlanta
region of the USDOE. The region includes Alabama, Arkansas, Florida,
Georgia, Kentucky, Mississippi, North Carolina, Puerto Rico, Tennessee, and
the Virgin Idands. We concluded that operations in these entities differ
significantly and are not comparable.

According to a USDOE official, energy funding for a state or territory
generaly includes USDOE funding, State Energy Plan funding, and other
funding. The majority of the funds are under the State Energy Plan. The state
or territory can choose the activities that will be included in its plan while
USDOE staff determines if activities are allowable and if costs are

reasonable. Regional staff monitor the status of activities.

We reviewed fiscal year 2001-2002 energy plans for all states and territories
in the Atlanta region and found a wide variation in budget, staff size, and the
number of activities (see Table 2.4). Our review, which included interviews
with energy officials, indicated that the budget may be greatly impacted by
several factors, including the availability of funds from settlements to the
states, such as for il overcharges. In addition, although the state energy plan
budget is submitted yearly, the plan may include continuous programs that
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require more than one year to complete. Finally, the number of activities do
not necessarily reflect those implemented, but rather those planned. For
example, according to an official of the North Carolina Energy Office, 20
(43%) of the 46 activities included in that state’ s plan have not been

implemented.

The South Carolina Energy Office budget is comprised primarily (91%) of
Petroleum Violation Escrow funds. Activities in South Carolina include
programs in the six categories (administration, general education,
transportation, buildings, industrial, and utilities) allowed under the plan.
According to an SCEO official, as of February 2002, no funds had been

expended to implement 4 (18%) of the 22 activities included in the plan.

Table 2.4: FY 01-02 State Energy Plans

STAFF SIZE NUMBER OF
STATE/TERRITORY | ADMINISTRATIVE STRUCTURE BUDGET FoLTwelParrTwvEl AcTiviTIES

Department of Economic

ALABAMA and Community Affairs $1,044,337 8 1 47

Economic
RRGIERS Development Commission $689,461 & g 2
Department of
FLORIDA Community Affairs $1,583,000 11 2 17
Environmental
GEORGIA Facilities Authority $1,792,667 2 2 9
KENTUCKY DS PTI] $805,184 10 0 7
Natural Resources

MISSISSIPPI Development Authority $1,032,759 2 10 35

NORTH CAROLINA | Department of Administration | $10,633,597 26 0 46

PUERTORIcO | DepartmentofNawraland | ¢ 4o 6531 39 0 19
Environmental Resources

SouTH CAROLINA Budget and Control Board $8,344,083 8 2 22

Tenngssee | Departmentof Economicand | o5 664 00g| 8 0 10
Community Development

Department of Planning
VIRGIN ISLANDS St Nl Prasewes $2,437,017 20 0 14

Source : State Energy Plans obtained from the Atlanta Regional Office of the U.S. Department of Energy.
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Budget and
Control Board
Workforce

Chart 3.1: Salary Ranges by
Gender for All B&CB Employees —
September 2001

Number of Employees

We obtained information regarding the composition of the B&CB'’s
workforce. We also reviewed the board’s hiring practices and found that the
agency has hired individuals without properly advertising positions. In
addition, we concluded that B& CB positions do not substantially differ in
regards to minimum requirements, major responsibilities, or average salary
from positions at three other state agencies. Finally, a sample of B& CB
employees showed that individuals substantially met the minimum training
and experience requirements for their positions.

As of September 2001, the Budget and Control Board employed 1,259
individuals. The following chart shows the composition of the workforce by
salary range and gender. We did not conduct any further analysis of this
particular data.
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Source: B&CB documents.
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Chart 3.2: Race and Gender of All
B&CB Employees Earning
$50,000 or More — September
2001

We were asked to review information regarding employees with annual
salaries of $50,000 or more. We found that the majority (66%) of the 340
B& CB employees earning a salary of $50,000 or more were white males.
The following shows the breakdown of al employees earning $50,000 or
more.

Minority Females
3%

White Females
27%

Minority Males

4% White Males

66%

Source: B&CB documents.

The primary scope of our audit was FY 98-99 through FY 00-01. The B&CB
hired 326 individuals during that time. Forty-five (14%) of these employees
earned $50,000 or more at the time of our review.
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Chart 3.3: Race and Gender of
B&CB Employees Hired During
FY 98-99 Through FY 00-01
Earning $50,000 or More —
September 2001

Hiring Practices

The employees hired during those three years earning more than $50,000
were more diverse racialy, but less diverse by gender than the overall group
in this salary range. While white males were the magjority in both groups, the
recent hires included increased percentages of minority males and females
and a decrease (14%) in white females.

____________________________________________________________________________________________________________________|]
Minority Females
7%

White Females
13%

Minority Males

7%

White Males
73%

Source: B&CB documents.

We compared the median salaries of the 36 males to the 9 females earning
$50,000 or more hired during this time frame and found that the median
salary for males was $62,088 compared to $59,200 for females.

One of our audit objectives was to determine if the B& CB has complied with
state laws and human resources regulations regarding hiring. We primarily
focused on the written justifications of salaries and advertisements of job
vacancies. While we did not find any material problems with the salary
justifications, we found that the B& CB has hired employees without
advertising positions.
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State human resources regulation 19-703.02 and §8-11-120 of the South
Carolina Code of Laws require agencies to announce vacancies of classified
positions to include the title and responsibilities of the position, salary range,
and minimum training and experience requirements, with some exceptions.
Regulation 19-703.02.C. states that the use of the Human Resources
Information System meets the advertising requirements.

We reviewed personnel files and application documentation for 39 of the 45
employees hired between July 1, 1998 and June 30, 2001 who earned
$50,000 or more annually. The B& CB could not provide application
documentation for the remaining 6 employees because of its records
retention schedule. We found that the B& CB hired two classified employees,
who previously worked at another state agency, without advertising either
position. In addition, although state human resources regulations do not
require unclassified positions to be advertised, the B& CB advertised two of
three unclassified attorney positions.

When vacancies are not advertised in accordance with state regulations,
interviews may either not be conducted or may be granted only to those
individuals who are otherwise aware of the vacancies. To protect the agency
from potential liability and to ensure that the most qualified individuals are
hired, the B& CB should advertise classified job vacancies.

5. Asrequired by state human resources regulation 19-703.02 and
§8-11-120 of the South Carolina Code of Laws, the Budget and Control
Board should advertise al classified positions.

Recommendation

We were asked to determine if the responsibilities and salaries for B& CB
CO m p ar ab I € positions are comparable to similar positions in other state agencies. We
Positions reviewed a sample of 201 positions with annual salaries of $50,000 or more
at the B& CB and three other state agencies of similar size — the State
Department of Education (SDE), Vocational Rehahilitation (VR), and the
Employment Security Commission (ESC). The total number of employees at
these four agencies ranged from 931 to 1,280. We concluded that B& CB
positions do not substantially differ in minimum training and experience
required, major responsihilities, or average salary from those at the other
state agencies.
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We reviewed positions for eight job classifications in which all four agencies
were represented. These positions involved the management of agency
programs and services, the agency’s centralized accounting system, or its
information technology system. We compared these positions in terms of
their requirements for minimum training and education, major duties, and
knowledge and skills. Table 3.4 shows an example of one position we
reviewed. In this case, the average salary for a Program Manager Il at the
four agencies ranged from $68,083 to $75,535, with the B& CB having the
second lowest average.

Table 3.4: Example of Position Reviewed — Program Manager II*

NUMBER OF

EMPLOYEES

MINIMUM TRAINING AND SUPERVISION MAJOR AVERAGE
PEENEY SOEIONE EXPERIENCE REQUIREMENTS 2 RECEIVED RESPONSIBILITIES 2 LIRECTLY SALARY @
AS OF 7/01 SUPERVISED
BUDGET AND Bachelor's Degree and up to 10 Direct Implementation
CONTROL 45 Years Experience, Including 3-5 Limited of Programs for Oto 24 $73,242
BOARD Years Management Experience State Facilities
Doctorate in Education and 6
STATE Years Experience or Master's Coordinate Diverse
DEPARTMENT 18 Degree and 8 Years Limited Statewide 0to 27 $75,535
OF EDUCATION Experience, Including SDE Programs
Administrative Experience
Master’'s Degree and up to 7 . .
vears EpernceorBachelors | | Soorihate Dherse
R . 9 Degree and up Fo 6 Years Limited VR Programs and 1to 31 $75,028
Experience, Including 3-5 Years Services
Management Experience
EMPLOYMENT Bachelor's Degree and 5 Years Eslgr;?; ngrzo,;]ra;as
SECURITY 10 Experience or 5 Years Limited grar 1t013 $68,083
COMMISSION Management Experience or Coprdlnate
Statewide Plans

We reviewed all of the Program Manager |l positions at Vocational Rehabilitation (9) and the Employment Security Commission (10); we reviewed
10 positions at both the Budget and Control Board and at the State Department of Education.
Minimum training and experience and major responsibilities are examples of requirements at the agencies we reviewed.
According to the Office of Human Resources compensation manual, the midpoint of the salary range for a Program Manager Il was $67,717,
effective July 1, 2001.

Source: B&CB documents.
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St aff One of our audit objectives was to determine if staff hired by the Budget and
o ] Control Board met the minimum training and experience requirements for
Q ualifications their positions. We reviewed personnel documentation for a sample of 59

employees hired from July 1, 1998 to June 30, 2001. Of the employees
sampled, 27 were on the staff of the State Auditor’s Office and 32, including
7 unclassified employees, served in other B& CB offices. We concluded that
al of these individuals substantially met the minimum requirements for their

positions.

Between July 1998 and June 2001, the Budget and Control Board approved
N eV\{ I y Created only two new positions with annual salaries of $50,000 or more. We
Positions reviewed documentation related to the creation of these positions and could

find nothing improper with either the justification or the salary levels
established for them.

Inits FY 00-01 budget, the Office of the State Engineer, a division of the
Budget and Control Board, requested new positions for two professional
engineers with salaries of $55,000 and $65,000 per year. The agency justified
its request by citing increased demands on its enforcement of the state's
building and safety codes.

In July 2000, B& CB officias approved these positions. In both cases, the
sdaries were adjusted and were less than the midpoint of the assigned range.
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B&CB Organizational Chart
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Page 21 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices




Appendix A
B&CB Organizational Chart

Page 22 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices



Appendix B

Agency Comments

Page 23 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices



Appendix B
Agency Comments

Page 24 LAC/01-2 B& CB’s Energy Office Operations and B& CB’s Hiring Practices



STATE OI' SOUTH CAROLINA

State Tudget and Cantral Band

OITICE O THE EXECUTIVE DIRECTOR

TIM HODGES, CHATEMAN HUGH K. LEATHERMAMN, SR,

COVERNOR CHAIRMAM. EENATE TINAMCE DOMMITTEE
GEADY L, PATTERECH, JR. FUOBERT v HARRLLL. JE
STATLE TREASLRER CHAIRBAAN, WY S AND MEANS COMMITTRE
IAMES AL LANDER FRAMNE FUSO0
COMPTROLLER GERNERAL EXECUTIVE DIRECTOR
e T 17424
COLUMBLAY, SOUTH CAROLIMA 29211
(803} 754-2520
Fax; (303) 7342017
May 13, 2002
George Schroeder
Legidative Audit Council

1331 Elmwood Ave., Suite 315
Columbig, S.C. 29211

Dear Mr. Schroeder:

Thank you for the opportunity to comment on your analysis of the Budget and Control Board's
hiring practices and the South Carolina Energy Program’ s operations.

First, | would like to compliment your staff on their professionalism in the conduct of their work.
We appreciate the opportunity to have an independent organization evaluate these issues with the
goal of finding ways to improve our service to the citizens of South Carolina. | would aso like to
emphasize that dl of the findings in the audit deal with management issues internal to our

agency. The members of the Budget and Control Board set broad policy for the state and are not
involved in the daily administrative tasks of the agency that are the subject of this study.

We have made changes at the South Carolina Energy Program to ensure that procedures are
closely followed and that effectivenessisimproved. Organizationally, the program has been
moved within the Budget and Control Board to ensure an increased level of management
oversight. Guidelines established for the Revolving Loan Program are now being strictly adhered
to in al cases. In addition, the Energy Advisory Committee has also been reformed and

activated. This panel of outside business people evaluates the Energy Program’s action plan and
results. We believe these changes will improve the program’ s performance and enable it to help
fulfill its mission of increasing energy conservation in South Carolina.

Concerning the Board' s personnel practices, we agree that it isimportant to post vacancies for
which recruiting will occur and which will be filled with external candidates. As the report
indicates, this practice has been followed in all required vacancies except for two positions. In
these two cases the employees were transferred from another state agency to perform program
responsibilities. If we have any such transfersin the future, we will ensure that these are posted.

Sincerely,

'ch/(%w&/

rank W. Fusco




